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HROUGHOUT most of the his- 

tory of this nation, the majority of 

farmers have owned the land which 
they operated. To be sure, there was 
some tenancy and absentee ownership as 
early as the Colonial period. It was not, 
however, until the latter part of the last 
century that the growth of farm ten- 
ancy began to be significant. When the 
good farm land in the public domain be- 
gan to disappear and farming became 
highly commercialized, then the growth 
of farm tenancy became serious. The 


about one million in 1880 to almost 
three millions in 1935. Most of this in- 
crease took place in the areas of special- 
ized crop production. 

It is estimated that at the present time 
about 55 percent of all farmers in the 
United States rent all or a part of the 
land which they farm and that about 
47 percent of all land in farms is now 
operated under lease. About 50 percent 
of all land in farms in the principal 
agricultural states such as Iowa, Illinois, 
Kansas, Nebraska, Georgia, South Caro- 
lina, Alabama, and Oklahoma is under 
lease. The extent of farm tenancy varies 
widely in the different agricultural areas, 
including only 7 percent of the farms in 
New England but about 62 percent in 
the West South Central Division. 
About 18 percent of farm tenants rent 
for cash, about 50 percent have mixed 
arrangements while the balance pay a 
share only. 

In the United States there are about 
987 million acres in farms with 500 mil- 
lion acres classified as crop or tillable 


pasture land. Less than one-half this 


WHAT CONSTITUTES 
GOOD FARM MANAGEMENT? 


It’s a Full-Time Job Managing Rural Property for Non-Resident Owners 


By G. K. BAUMGARTNER 


latter figure, or 211 million acres, are 
classified as good land and one-third, or 
about 70 million acres, of this good land 
is located in the Great Plains States from 
Texas to North Dakota. More than one- 
half this acreage of 70 million acres is 
under lease. 





HE author of this article is 

Vice President of The First 
Trust Company of Lincoln, Ne- 
braska. He is in charge of its 
mortgage loan department and 
the management and sale of 
some 800 farms and ranches, ag- 
gregating more than 230,000 
acres, in Nebraska and five ad- 
joining states. 

For the past eighteen years he 
has been engaged in making 
farm loans and managing farm 
properties. He grew up on an 
Illinois farm, took a Ph. B at 
the University of Chicago and 
at one time was associated with 
Armour and Company. 





In spite Of this rapid growth of farm 
tenancy during the latter part of the last 
century and the first part of the present 
one, little was heard about farm man- 
agement until 1929 when the depression 
arrived and when a great many corpora- 
tions and individuals became unwilling 
landowners, through foreclosure of 
mortgages, bankruptcy of debtors, and 
other following the great 
shrinkage of values. Prior to 1929 most 
landowners, whether resident or non- 
resident, owned f because they 


processes, 


farms 


liked them and wanted to own them, 
either for homes or for investment. If, 
by chance, they tired of the ownership 
and the many problems of management, 
they could always sell out on short no- 
tice at a reasonable price. The real 
need for professional farm management 
therefore became apparent with the 
greatly increased holdings of life insur- 
ance companies, banks, and trust com- 
panies and thousands of individual 
mortgagors, most of whom acquired the 
land unwillingly. Most of these cor- 
porations had thought they knew what 
constituted a good farm mortgage but 
few even pretended to know anything 
about the actual operation or manage- 
ment of a farm or ranch or plantation. 

Hence, a great new field in this line 
of farm management has opened in the 
last decade. 

What constitutes efficient farm man- 
agement? 

The efficient management of a farm 
property is a full-time job and should 
not be undertaken by someone as an 
avocation. It comprises three essentials: 
business organization, practical knowl- 
edge, and technical training. The same 
services are required, whether the farm 
belongs to a corporation, an institutional 
landlord, an individual, a trust account, 
or an estate. 

In assuming the management of a 
property, the manager should first be- 
come intimately acquainted with the 
farm in all its aspects and should put all 
the facts in writing for future reference 
and for the office files. The farm should 
be carefully platted to show the general 
character and topography, the location 
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of streams, fences, buildings, and roads. 
The plat should be supplemented by a 
written report describing the general 
locality, church and school facilities 
and other pertinent facts. The soil 
should be classified and its condition as 
well as that of the improvements care- 
fully noted. The exact acreage in each 
field and the kind of crops growing 
there should be recorded. The depth 
and condition of the well and other 
water facilities should be described. The 
manager should also state in writing his 
opinion of the present tenant or occu 
pant, ascertain the rental terms and 
make an accurate inventory of any rents 


on hand. 
Get All the Facts; Then 


Plan the Management 


An insurance report should be com- 
pleted, giving the exact dimensions of 
all buildings and all other information 
needed for writing adequate coverage, 
such as age, present condition, present 
value, and the amount of insurance that 
should be placed on each. 

The manager has gone over the farm 
very carefully and is now intimately ac- 
quainted with it. He has his permanent 
file set up containing all the facts. He 
is now ready to make his plans for the 
future management of this property. 

The selection of the tenant is the first 
step and this is of prime importance. 
Too much care cannot be used in this 
selection. A farm well-rented to the 
right man, on mutually reasonable 
terms, which suit the farm and the lo- 
cality, is already half-managed. I will 
name three of the most important quali- 
fications of a good tenant. First, he 
should have reasonably good equip- 
ment; second, be practically debt free, 
and third, be interested in ultimate 
farm ownership. The farm manager 
should make sure that the farm applied 
for suits the tenant’s need, his ability, 
and equipment. Each tenant should first 
make a written application either for a 
new or renewal lease. This application 
should contain a condensed property 
statement of the applicant and the sig- 
nificant facts about his family and his 
operations. Although this point may 
seem trivial to many, attention should 
be given to the tenant’s wife, her health, 
and her ability as a housekeeper. The 
way the house is kept may have much 
to do with the future sale of the prop- 
erty and with the husband's efficiency 
as a farmer. Where you are considering 
a tenant for the first time, the farm he 
formerly occupied should, if possible, be 
carefully inspected. Any movable arti- 
cles or personal property, such as water 
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tanks, hay ropes, brooder houses, etc., 
owned by the tenant should be carefully 
listed in the lease or in writing else- 
where. 

The farm manager has decided that 
he has the right man for the right farm: 
now for the proper lease terms. It is 
true that the nature of the customary 
farm rental agreement has much to do 
with the general lack of interest shown 
by both tenants and landlords in the 
maintenance of the farm and its im- 
provements. The average lease is quite 
inflexible and although much time and 
effort have been expended recently, 
especially by multiple landlords, on a 
suitable uniform type of lease, little has 
been accomplished towards solving the 
problem of soil maintenance and restor- 
ation. One way of stimulating a tenant 
and of enlisting his cooperation is to 
assure him of reasonable rights of occu- 
pancy without unreasonable increases in 
rent. On some of the badly depleted 
farms it may be necessary to grant 
many concessions from the customary 
terms in order to attract the right ten- 
ant and the best one. Too many land- 
lords are inclined to select the tenant on 
the basis of the prospect he offers for 
producing the greatest returns for the 
immediate year contracted for. It is 
generally conceded, however, that as a 
matter of practice the lease should be 
confined to a one year contract. A good 
tenant will have no difficulty in obtain- 
ing a renewal of his lease. 


Take Care That the Rental Is 
Set at the Right Figure 


Fair rental terms are of vital impor- 
tance. On the one hand, a tenant can- 
not be expected to become enthusiastic 
about farm ownership if he can rent 
more cheaply: on the other, too high 
rentals result in the tenant being unable 
to pay his cash rent and tend to pro- 
mote dishonesty in the case of share 
terms. 

All leases should be in written form 
and notes should be taken for the cash 
rent items. As a rule the notes should 
not bear interest until after maturity. 
Usually it is unnecessary to record leases 
in the county records. Furthermore, 
this practice tends to encumber the ab- 
stract of title. 

The farm has been leased. Great care 
has been used in selecting the right ten- 
ant for the right farm, in setting out 
fair rental terms in writing, in taking 
notes for the cash rents payable at a 
time when the tenant is most likely to 
have some cash income. It is time to 
plant the crops. The tenant and the 
farm manager have conferred well in ad- 


vance as to how much of this and how 
much of that crop to plant and in which 
field each crop shall be put. Perhaps 
contour lines have been run; perhaps 
the manager's previous diagnosis of the 
soil has indicated that some fields or 
parts of fields should have lime and 
some phosphorus, or both. He knows 
when the nitrogen content is deficient 
and how to restore it most economically 
and efficiently. It is part of good man- 
agement to see that the right crops are 
planted at the right time and in the 
right place, and that proper preparation 
of the ground has been made and the 
right seed selected. None of these 
should be left to chance. 


Here Is How Farm Earnings 
Are Apportioned 

If the crops have been properly 
tended and nature has done her part, 
the grain is ready for harvest. All rent 
shares should be delivered to market 
promptly and sold for the highest avail- 
able cash price. In the case of small 
grain, this should be delivered directly 
from the combine or threshing machine 
All corn should be husked not later 
than January first (A good tenant will 
usually have it out by December first) 
and it is preferable to have this shelled 
and divided by weight rather than by 
rows in the field. The tenant should 
make all remittances to the farm man- 
ager’s office at once and should accom- 
pany it by a completed form with which 
the manager has previously supplied 
him. This form should provide for 
proper identification of the farm, giv 
ing the name and number, and exact 
amount of each crop remitted for and 
the price received per bushel or ton and 
the amount remaining on hand in the 
bin, field, or stack. This method saves 
the tenant writing a letter and tends to 
instill more uniform and_ business-like 
methods in him. The remittance should 
be accompanied by the weight tickets 
for thorough checking. The manager 
should visit the farm shortly before the 
crop is ready for harvest and complete a 
report showing the exact number of 
acres in each crop and the approximate 
yield of each as agreed upon between 
him and the tenant. The worth of this 
is obvious. Acknowledgment of all rents 
received should be made to the tenant 
in writing. 

Good farm management provides for 
adequate bookkeeping methods to take 
care of the income and the expense on 
each property. All income should be 
forwarded to the owner at once or 
placed in a separate trust account and 
held for future accounting. 
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The farm manager must also be 
capable of estimating building costs for 
both repairs and new construction. He 
must know the best types of farm 
buildings, the best type of construction, 
the best arrangement for an efficient 
farmstead. Good buildings, well ar- 
ranged, will attract good tenants as well 
as buyers. The well-informed manager 
can save the owner a great deal of ex- 
pense in this matter of building and re- 
pair work. In addition to his superior 
knowledge, he usually is a quantity 
buyer and a cash buyer and therefore 
entitled to substantial price discounts. 

The good farm manager is well- 
acquainted with the latest improved 
methods of soil building and erosion 
control, the advantage of strip and con- 
tour farming, and the best methods of 
summer-fallowing, and the best types of 
machines for this work. 

In many sections he must understand 
irrigation, know the proper time and 
the right amounts of water that should 
be applied to different crops. In others, 
he must know the answer to drainage 
problems, the necessary size of tile, the 
correct method of laying them, and the 
number of lines that may be necessary 
to properly drain a given area. 

Farm Managers Must Know 
Everything a Farmer Does 

He should be able to recognize at a 
glance the various grasses and weeds, 
and especially the noxious and perennial 
ones; how to eradicate them in the 
quickest and most efficient manner, 
whether by use of chemicals or by 
mechanical means. 

He should also know the worst in- 
sect pests and be able to recognize their 
presence before fatal damage has been 
done to growing crops. He must be 
able to advise the tenant of the best 
methods for their control or extermina- 
tion. 

A good farm manager will also check 
the taxes assessed against each piece of 
property, the dates of payment, and the 
penalties for delinquencies. He makes 
sure that the assessed valuation is in line 
with those of similar surrounding prop- 
erties and if it is not, he knows how 
and does take the necessary steps to ob- 
tain a reduction by the proper authori- 
ties. 

The good farm manager must also 
know land values generally and of the 
properties under his jurisdiction particu- 
larly. Condemnation values are espe- 
cially important as requests will be re- 
ceived for highway and railroad rights 
of way and for electric power line, pipe 
line, drain ditch, and other forms of 
easements. 


In these days of Government crop 
control, he must understand the AAA 
program and all of its intricate working 
phases so that the cropping system may 
be planned for the maximum ultimate 
good of the farm but still be one which 
will earn the highest possible present 
income. Will it be profitable to insure 
with the Federal Crop Insurance Bu- 
reau? Shall the grain be sealed under 
the Government Loan plan? Without 
doubt some form of Government Crop 
Control will be with us for many years 
to come. Good farm management must 
ever be alert to keep abreast of the 
many intricate details and of the 
changes which will of necessity occur 
from year to year. 





NYONE who thinks success- 

ful farm management is 
easy will have to revise their 
views after reading Mr. Baum- 
gartner’s thorough analysis of 
how it has to be done to make it 
pay. In addition to having to 
know everything about the ten- 
ant. everything about the land 
and buildings and taxes there 
are such things today as the 
AAA, crop control, etc. Shall 
you insure with the Federal 
Crop Insurance Bureau, shall 
the grain be sealed under the 
government loan plan? You 
must be familiar with all these 
things today to make a success 
of farm management. 





Lastly, the farm manager should be a 
salesman. He is not only selling his 
own or his company’s services to an 
owner or owners whom he has probably 
never seen, but more than likely this 
owner is anxious to dispose of his prop- 
erty if a satisfactory price can be ob- 
tained. Volumes have been and can 
still be written on this subject of sales, 
but suffice to say here that if the farm 
manager has done a good job from be- 
ginning to end, he has shown his tenant 
that a farm can be made to pay if oper- 
ated on a scientific and business-like 
basis. He has created first in the ten- 
ant’s mind the desire to own a farm and 
later has convinced him that this is the 
farm he should own. 

Only a few of the most vital points 
in this large and important question of 
farm management have been touched 
upon. The details of good management 
will vary in different sections of the 
country and with various kinds of farm- 
ing. If we go to the northeastern part 
of the country, we will find dairying to 








REVIEW 








If you're looking for a “sure thing” in 
the business picture right now, here it 
is: The MBA Annual Convention in 
Detroit, October 4, 5 and 6, will pay 
dividends to everyone who comes. Ad- 
vance reports point to a “big, successful 
meeting.” 

* * * & 

The change in business sentiment in 
the past few weeks has been sharp... 
424,000 jobless went back to work in 
June ... more than a million have done 
so since February profits of 365 
leading corporations in the first half 
showed a total gain of nearly 400 mil- 
lion dollars over those of same period 
last year, or more than doubled. 

* * * * 
But no doubt the biggest single spur to 
better feeling was the sharp reversal in 
the trend of things in Washington in 
the past week or so, say most observers. 
* * * & 

One reason why taxes are climbing: 
In 1932 the average per capita cost of 
operating state governments was $12.52. 
It went to $20.28 in 1937, and no doubt 
is a great deal higher now. Value of all 
taxable property in the 48 states, subject 
to state taxation, was more than 94 bil- 
lion, 300 million dollars in 1936, or $736 
per capita. The levy made on this valu- 
ation was over 230 million dollars, or 
$1.79 per capita. 





be the most important agricultural en- 
deavor. Efficient farm management here 
must be qualified in animal husbandry 
and know all about such topics as feed 
and feeding. If we go south, we will 
find the plantation consisting of many 
hundreds of acres growing cotton, to- 
bacco, peanuts, etc., all presenting their 
own individual problems. In other sec- 
tions of the country, good farm manage- 
ment must know all about the cattle and 
sheep industry, be thoroughly familiar 
with all the intricacies of stock share 
leases and the many problems of the 
range country. 

The U. S. Department of Agriculture 
has designated 13 regional type farming 
areas, made up of more than 500 types 
of farming subdivisions, but I am con- 
vinced that in any or all areas, efficient 
farm management possessing the three 
essential and fundamental qualifications 
—business organization, practical knowl- 
edge, and technical training—will accom- 
plish the desired results of profitable op- 
eration and ultimate sale. 
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HAS ENGLAND’S HOUSING BOOM 
BEEN A MYTH OR MIRACLE? 


By American Standards It’s Difficult to Appraise This 25-Year Old Record 


OR nearly a decade those in the 

United States who are interested in 

new building and a return of nor- 
mal business conditions have heard 
much about England's housing boom 
since the close of the War. England has 
been cited as the ideal example of what 
a democratic country can and should do 
in low-cost housing. England's plan was 
certainly the plan to follow here, critics 
declared. If it could be done in Eng- 
land, why couldn't it be done in the 
United States? 

The trans-Atlantic liners in the past 
few years have been crowded with com- 
missions hurrying abroad to see just what 
England did and how she did it. That 
England did make a remarkable record 
in new house construction since 1914, 
no one can deny. The facts about it 
have been published far and wide. But 
where does she stand today? What is 
happening in England now, and what 
are her problems? Was the English 
housing boom as phenomenal as we have 
been led to believe? 

To begin with, England felt the 
slump in business activity during 1938 
less than we did, according to the Na- 
tional City Bank of New York’s 
Monthly Letter. Building activity, ac- 
cording to The Economist, best-regarded 
financial publication in London, fell off 
much less than was to be expected. 

But other problems have arisen—a 
rent strike for one. This “strike” devel- 
oped about nine months ago and is just 
what its name implies—a movement to 
forestall rent increases. England remem 
bers a series of similar strikes during the 
War. Today proposed rent increases of 
20 percent in cities like Glasgow are 
being met with stiff resistance. Land- 
lords say the rent boosts come as a result 
of tax increases. On the other hand, 
Business Week's London Bureau is im- 
pressed by the fact that the present 
strikers’ demands are moderate. Cited is 
the case of the tenants of a working 
class suburb who demanded two rooms 
with running water at a minimum week- 
ly rental of about $2.30 which is not 
considered low for such quarters. 

“What is impressing the British about 
the present rent strikes is the fact that 
they are so well organized. Most of the 
local strikes have been carried out by 
tenants’ associations, many of which are 
afhliated with the Federation of Tenants 
and Residents Associations. This body 
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has strong leftish leanings politically but 
has so far maintained a cautious atti- 
tude and has gone ahead only where the 
reasonableness of its demands made suc- 
cess probable. And since the same or- 
ganization sponsored some of the mort- 
gage strikes—which affected families in 
a slightly higher economic scale—the 
movement is beginning to take on seri- 
ous proportions. Householders in Britain 
have discovered that they can apply 
trade union technique to their benefit. 
Builders, mortgage companies, and land- 
lords are being forced to meet their de- 
mands or to organize in self-defense,” 
says Business Week. 


On the Heels of the Rent Strike 
Came a “Mortgage Strike” 

But the rent strikes were of minor 
importance when compared to the com- 
motion the wife of a Kent taxi driver 
caused when she was sued by a building 
society. She was three months in ar- 
rears in interest and amortization pay- 
ments on her loan. She came into court 
to say that the walls of every room were 
damp, that the roof leaked, that the 
doors would not close, that the windows 
would not open—and make about every 
other charge that one could make 
against a contractor. 

Her husband ably supported her on 
the witness stand by implying that the 
contractor who had put up the house 
and the building society which had 
helped finance its sale were running a 
racket. Before a_ startled court, he 
waved the builders’ brochure which 
stated reassuringly that the fact that the 
building society was willing to advance 
95 percent of the purchase money “was 
proof of the amazing value of the 
house.” Business Week noted parentheti- 
cally that “building societies are the near- 
est equivalent in Britain to our building 
and loan associations, and have had, 
until the recent flurry arose over some 
of Britain’s jerrybuilt boom housing 
which a few of them have financed in 
the last five years, an enviable reputation 
for security and integrity.” 

The case attracted wide attention in 
England and this country. It was said 
the societies have about three billion 
dollars in mortgages outstanding and 
were “nervously awaiting the outcome™ 
to determine their future policies. 

The case apparently was not decided 
purely on the issues on which the action 


was brought. The court found that the 
mortgage instrument was forged and 
hence declared the debt null and void. 

But, said Business Week, the case has 
some interesting points for Americans 
to consider: 

“(1) While a good share of the Brit- 
ish construction will meet long-term 
standards, an inexcusable amount of the 
work—particularly in the lower-cost 
projects—was shoddy and has reacted 
on the industry, and particularly on the 
mortgage holders. Some of the building 
societies are genuinely alarmed over the 
prospect of a mortgage strike which will 
throw back on them many mortgages 
for which the shoddy houses offer en 
tirely inadequate security. 

“(2) British building societies are re 
ported to be considering loans in the 
United States market because of the 
pickup in building there, and becaus:2 
of the unfavorable outlook at home. 

“(3) At least two speculative builders 
have expanded their activities to the 
United States where, in both California 
and New York, they are applying the 
experience in mass building learned in 
Britain. This competition from British 
builders may help stimulate similar de- 
velopment in the United States. If it 
does, the United States should be 
warned from the British experience to 
supervise all building and financing 
carefully. The British builders who have 
been first to go to the United States 
have a good record in Britain, but if 
they prosper in their new venture, some 
less responsible speculators may work 
into the field.” 

The Secretary of the Society of Resi- 
dential Appraisers, in a letter to the edi- 
tor of a Cleveland publication, declared 
that the case had been flagrantly mis- 
represented in this country. He de 
clared: 

“So far it has been proven that it was 
the agent of the builder who made the 
statement that the house was a good 
buy because a building society would 
make a 95 percent loan on it so that the 
responsibility of the building society 
has not been established with regard to 
this point. Further, the builder’s agent 
probably made a statement similar to 
that which is being made every day in 
the United States by operative builders 
that 90 percent financing can be ob: 
tained through someone making FHA 
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loans. You, of course, realize the limita- 
tions of this type of statement. 

“Further, there is no serious consider- 
ation being given to building societies 
making loans in the United States. In 
substantiation of this, the following is 
quoted from a letter from Sir Harold 
Bellman, dated January 30, 1939, to the 
editor of The Times of London: 

“I should be glad if you would 

afford me space to say that Brit- 
ish Building Societies are subject 
to special acts of Parliament and it 
has always been held that these 
preclude the acceptance of mort- 
gage securities outside Great Britain 
and Northern Ireland. Moreover, 
I know of no Society which has ex- 
pressed a wish, much less the in- 
tention, to embark upon such oper- 
ations.’ ~ 


Responsibility of Building 
Should Rest on Builder 

Commenting on the matter, an edi- 
torial writer in The Review of Residen- 
tial Appraisers, published in Chicago, 
says: 

“The contractors and builders in Eng- 
land, however, state that ‘any attempt 
to place the building societies in the 
position of retailers of houses and to 
put on them responsibility for quality 
would be most ill-advised. Responsi- 
bility for quality should remain with the 
builder... An American publication in 
the building and contracting field goes 
even further and states that should the 
architect be the only person designated 
as the inspecting official, the plan would 
be predicated upon a mistrust of the 
contractors and dealers who, by and 
large, have done a good job in the past. 
They further believe that all the talk 
about having architects Jicensed to in- 
spect construction is based on the as- 
sumption that the architect is more con- 
scientious and more competent to make 
inspections than the contractor or 
dealer. 

“It seems logical that responsibility 
for the quality of construction should 
be placed first upon those who build 
the homes of today. Yet for purposes 
of business development the advertise- 
ments of the FHA and numerous lend- 
ing institutions often say that homes 
built with their financial aid have the 
advantage of competent supervision 
which will assure the home builder that 
he is getting his money’s worth. 

“Lending institutions have also been 
on the spot since, with knowledge of 
the legal maximum amount of loans 
which the institutions could make, pur- 
chasers of homes have applied for maxi- 


mum loans in order to determine how 
much the lending institution thinks the 
property is worth. A British publica- 
tion has commented that, if a prospec- 
tive purchaser of property would avail 
himself of the services of an indepen- 
dent appraiser, the relatively small fee 
involved would be very much worth- 
while. Regardless of who will accept 
the responsibility to see that homes are 
built soundly in the future and who will 
pass judgment on the value of existing 
property, those individuals must be ap- 
praisers. Frederick Babcock said re- 
cently the appraiser of the future must 
broaden the scope of his knowledge so 
that he may more properly be classified 
as a real estate counselor. He had in 
mind the excessive amount of knowl- 
edge which one must have to earn the 
title of the real estate counselor of the 
future. Without knowledge, one is in 
no position to accept the type of respon- 
sibility for passing judgment on the 
value of residential property which 
seems to be demanded at the present 
time.” 

But rent strikes and mortgage strikes 
are only brief incidents in a much 
broader panorama. What is the true 
picture of England's so-called housing 
miracle? Joseph B. Mason in Nation's 
Business doesn’t think it is a miracle and 
sets out to tell why in “Spiking the 
Myth of British Housing Supremacy”. 

“The British have made the housing 
clock tick. No doubt about it. They 
built 3,250,000 homes from 1914 to 
1936, and since then some 325,000 to 
340,000 units a year. The same per 
capita rate in this country would great- 
ly exceed our biggest boom years when 
a peak of 800,000 to 900,000 units was 
reached. 

“Can the American building industry 
do as well? 


It Will Not Only Do as Well 
But a Great Deal Better! 

“The answer, in the opinion of in- 
formed persons, is that it will not only 
catch up but will soon surpass the Brit- 
ish program. In 1938, for the first time 
since 1931, the number of new non- 
farm U. S. dwelling units about equaled 
the British totals. This year it will un- 
doubtedly exceed them, and the Ameri- 
can homes will be technologically far 
superior. 

“Let us get straight a few facts con- 
cerning British and American home 
building and housing. Several misconcep- 
tions are widely held due, no doubt, to 
the fact that most of the reports on Brit- 
ish housing given publicity here have 
been made by persons with a social point 


of view who used England as a high ex- 
ample to show how awful the Ameri- 
can building situation is supposed to be. 

“In the first place, more than 80 per- 
cent of the new housing units provided 
in England in recent years have been 
built by private builders without sub- 
sidy. Private enterprise did, however, 
benefit greatly from the favorable basic 
conditions which the British Govern- 
ment established. The bulk of British 
home building is in the hands of the 
so-called ‘estate’ builders. In this country 
we call them speculative builders or, 
more recently under the era of the Fed- 
eral Housing Administration, ‘operative’ 


builders. 


English Houses Cost Less 
But Buyers Get Less 

“It is true that the privately built 
British houses in England cost the buyer 
less in terms of American dollars. But 
the buyer gets much less. In terms of 
comparative income the average private- 
ly built British house is no less expen- 
sive than the American. Let us look 
into the facts more closely. 

“The British standard for a small 
home is vastly different from the Ameri- 
can. The great majority of houses are 
built in solid rows or consist of two or 
four-family houses set on very small lots 

as narrow as 22 feet wide. The aver- 
age American, due to his heritage of 
‘wide open spaces’, demands and gets a 
single-family house on a fair-sized plot 

-the minimum today being about 40 
feet wide.” 

Mason compares a typical London 
suburban house and lot selling for 
around $3,000 with one for the same 
class of purchaser on Long Island which 
would cost from $5,000 to $6,000. He 
shows that there is a vast difference in 
conveniences and comforts in the Ameri- 
can construction. One British builder 
found that in the United States there 
was absolutely no market for the type 
of house he had successfully built and 
sold in England. Mason further sets up 
eleven important standards by which 
British houses are deficient as compared 
with American homes. They are: 

1. They have no central heat. The only 
heat is provided by two or three fire- 
places equipped with small flues. Chim- 
neys are much lighter, flues are smaller 
and are not lined with terra cotta. 

No hardwood floors or steps. This is a 
luxury not apparently expected in even 
more expensive British houses. Floors 
consist of one layer of softwood boards 
applied directly to joists. Interior stairs 
are of same material. 
3. Interior plaster (only two coats) is ap- 
plied directly to exterior brick walls—a 


practice not considered sound in Amer- 
ica. 
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4. Soil pipes and vents are universally car- 
ried on the outside of walls, with a 
strange effect on the appearance. 
Kitchens are ridiculously inadequate ac- 
cording to American housewives’ stand- 
ards. No refrigerator whatever is pro- 
vided—not even space for one. Sinks 
are unbelievably small (12 to 14 inches), 
with one small wooden drainboard about 
10 by 24 inches. There are no counter 
or work areas, practically no kitchen cabi- 
nets. Some now have a cupboard-like 
affair about three feet wide extending 
from floor to ceiling. Floors are softwood 
6. Hot water provided by hand-fired coal or 
coke-burning stove in kitchen, galvanized 
iron tank. Copper and brass are not used 
for water pipes 

7. No bedroom closets. English families are 
apparently adequately supplied with 
wardrobes. Closets are not expected. 

8. Electric wiring consists usually of one 
cord in center of room and one plug-in 
outlet at baseboard per room. 

9. No shower stalls, colored tile bathrooms, 
no laundry tubs. 

10. No basement, attic or garage 

Very small rooms—the average $3,000 

British house has a living room of about 

10 by 12 feet, a dining room 10 by 10 

and a kitchen 6 by 7. The master bed- 

room will measure about 10 by 12, the 
second best bedroom 10 by 10, and the 

third bedroom only 7 by 7 


wa 


Despite Hullabaloo on Costs 
U. S. Houses Are Bargains 


Mason goes on to point out that 
“Technologically, the American builder 
is more efficient than the British. He 
uses more power equipment and mech- 
anical devices that speed up work. His 
men work faster and produce more. He 
employs more improved building prod- 
ucts and materials that tend to reduce 
labor on the job, such as factory fabri- 
cated windows and large panel products 
such as plywood or insulating board. 

“Thus, in spite of the vast differences 
in labor costs, land costs and construc- 
tion methods, the average American 
speculative house actually represents a 
greater value to the buyer. This state- 
ment becomes more obviously true in 
terms of income. The $5,500 paid by an 
American worker, whose wage scale is 
approximately double that of the Eng- 
lish worker, is no greater an outlay in 
terms of income and purchasing power 
than the six hundred pounds paid for an 
inferior British house. To make a direc 
comparison in terms of pounds and dol- 
lars with the inference, as so many so- 
cial workers and housing experts have 
done that the American house is over- 
priced, is not giving the American 
building industry a fair break. 

“A direct comparison of building 
wage scales shows a wide difference in 
the hourly rates. The official union 
wage scale for the London area is 40 to 
43 cents an hour for carpenters, brick- 
layers, plasterers, plumbers and other 
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skilled workers. It is 30 cents an hour 
for helpers and laborers. The work 
week is 46 hours in summer and 44 
hours in winter. 


And England’s Boom Was 
80% Privately Financed 


“By contrast, the New York City 
official union scale is $1.75 an hour for 
carpenters and $2 an hour for plasterers, 
plumbers and electricians. The carpen- 
ters work 35 hours a week, and the 
plasterers, plumbers and electricians, 30 
hours a week. 

“These are ‘official’ New York union 
scales, but in practice few builders en- 
gaged in residential construction pay 
them. A small per cent only of single 
family construction in the United States 
operates under full union conditions. 
Unions are strong in metropolitan areas, 
where little single-family home work is 
done, but weak in the small rural and 
suburban towns where the big volume 
lies. Even in the completely non-union 
areas, however, the hourly wage-scale of 
building workers is more than double 
the official British scale. The British 
workers, on the other hand, have fairly 
steady employment throughout most of 
the year and are probably better paid in 
terms of annual income. 

“There is, too, a vast difference in the 
size and homogeneity of England as com- 
pared with America. Population is much 
more heavily concentrated, distances are 
less, local customs and building habits 
tend to be much more similar than in 
the widely separated towns and villages 
of America. 

“While the present building boom in 
England is more than 80 percent pri- 
vately financed and operated, it should 
be noted that the Government has done 
much to establish favorable conditions 
that make the present private operations 
possible. Its public housing and slum 
clearance have been handled in a way 
that has not frightened private opera- 
tors out of business. 

“The first attempts at government 
subsidized housing were made after the 
World War to meet the shortage then 
existing. The same errors were made in 
these early attempts that are being made 
in the U. S. today. The subsidized 
housing was extremely expensive and 
brought about increases in building 
costs that seriously affected private con- 
struction. However, that was almost 
two decades ago, and since then, by a 
process of trial and error, a system of 
subsidized building, operating through 
local housing authorities has been 
evolved, which is honest, efficient and 
apparently reasonably satisfactory. 


“The lesson the British learned, and 
which we in America have yet to learn, 
is that subsidized housing must be 
priced low and must be definitely re- 
stricted to persons in the lowest income 
brackets who cannot be served by pri- 
vate builders. John W. Laing, one of 
Britain’s largest builders, summarized 
this point well recently when he said: 

“ “Real harm is done by making sub- 
sidy houses very costly. It is an un- 
necessary extravagance; the subsidy ul- 
timately has to be paid largely by the 
man who occupies a nonsubsidy house, 
and it may be that the man who re- 
ceives the subsidy will be living in a 
better house than the man who helps 
to pay for it; and the more subsidies 
that are given the less the scope left for 
private enterprise, which is the eco- 
nomic lifeblood of the nation.’ ~ 

Continuing, Mason observes that: 

“Another important feature of British 
slum clearance effort is that a large part 
of the new publicly subsidized housing 
is being built on the outskirts of cities. 
The former slum is turned into a park 
or playground and an equal number of 
residential units, usually in the form of 
small two or four-family or row houses 
are built in newly created garden com 
munities. We in America may well 
study the job the British have done in 
slum clearance and public housing. Our 
principal danger lies in trying to do in 
a few years what they took a decade to 
accomplish.” 

So there is England’s housing story 
partially brought up to date. It is a 
story of one of the truly successful long: 
term economic developments of the 
past quarter century, yet one that offers 
no clear-cut pattern for the United 
States to follow. Conditions—almost all 
conditions that govern new building— 
are vastly different here. England did a 
job; we have one to do, but we have 
different problems, different tastes and 
demands to meet. 


As Everywhere Else There Are 
Still a Lot of Slums 


But England still has a lot to do in 
new slum clearance just as we have in 
this country. For contrast, consider 
these word pictures by David Darrah of 
The Chicago Tribune of conditions in 
Wales. He was writing of housing as 
some of the government officials had 
found it in that depressed area. 

“Housing conditions that baffle de- 
scription and are worse than could be 
found in the native quarter of Shanghai 
are indicted in the report of a commit: 
tee of inquiry into anti-tuberculosis 


(Continued next page) 
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DOWN THEY GO 

The sub-heading to an article appear- 
ing in the last issue of THE MORTGAGE 
BANKER was “cheaper mortgage money 
no key to more new building, was gen- 
eral view”——the general view being the 
opinions of those who testified at the 
recent “monopoly” hearing. Among 
those we quoted was Chairman Fahey 
of the FHLBB who said “It is extreme- 
ly doubtful if much more can be saved 
in this direction (interest cuts) which 
will contribute to progressive housing 
developments in the near future. Inter- 
est savings are practically the only home 
ownership savings that have been ef- 
fected in recent years.” 

A few days later, the HOLC rate was 
cut from 5 to 4Y2 percent. The an- 
nouncement was made in the afternoon; 
at eleven that morning Chairman Fahey 
conferred with the president. The two 
events probably have no connection, 
say press reports, but the action demon- 
strates that there seems to be no let-up 
in the government’s desire to keep 
money cheap. The cut will no doubt do 
something to head-off those congress- 
men who are demanding a much greater 
interest slash. That the reduction will 
make HOLC’s long-term problems more 


dificult can hardly be denied after 
reading our August “Article-of-the- 
Month” on “Can the HOLC Pay Out?” 


The FHA cut from 5 percent to 44 
was also something of a surprise. The 
Wall S:reet Journal declares the move 
was made at a time when FHA “mort- 
gage activities are slumping.” New home 
construction in the first six months un- 
der FHA was 80 percent ahead of the 
same period last year, but recent weeks 
haven't held up. 


49 DAYS LEFT UNTIL THE GAVEL FALLS 
FOR THE FIRST SESSION OF 


MBA’S 


26th ANNUAL CONVENTION 
HOTEL STATLER, DETROIT — OCT. 4-5-6 


This is your MBA Convention as never before. 
is being limited to MBA members and invited guests. 
Write Hotel Statler direct or to the headquarters office. 


early. 


For the first time, attendance 
So get your reservations in 
Either way will 


insure prompt provision being made for your needs. The next issues of THE Mort- 
GAGE BANKER will be devoted almost entirely to the Tentative Program and stories 
about the interesting and entertaining features the Detroit MBA has planned for 


you this year. Let us repeat: 


Make your plans now and get your reservation in. 


HERE ARE YOUR HOSTS AT DETROIT 

















Here are some of the men you will meet in October at the Detroit Convention. 
The Mamie-O was about to pull out from the dock for the DMBA’s unique annual 
outing when Col. Burdick’s photographer from the Detroit Free Press lined the 


boys up for this shot. 


features for the convention just as inviting as their summer cruise. 


The Detroit Association is planning some entertainment 


For details of 


what will be doing during the three big days next October watch for the next three 
issues of THE MorTGAGE BANKER—but make your plans to be with us now! 





ENGLAND’S HOUSE BOOM—MYTH OR MIRACLE? 


(Continued from Page 6) 


services in Wales and Monmouthshire, 
just published. 

“The report says the high death rate 
from tuberculosis is caused largely by 
bad housing. Local councils are accused 
of apathy, neglect, and even dereliction 


of duty. 
“Houses in Llanberis, Carnarvon- 
shire, in some instances are so wet that 


the walls cannot be papered. Sacking 
has first to be nailed to the walls and 
paper then is pasted onto the sacking. 
Layer after layer of paper has been 
pasted on. In some cases the roof is 
leaking, and buckets are used to catch 
the water when it rains. 

“At Criccieth one grog-loft was de- 
scribed by a witness as a ‘hell-hole’. 
was occupied by three children over 10 


years old and five under 10, who were 
stated to have been lying there all day 
long until 5:15 P. M. on the day the 
house was visited.” 

Someone recently wrote that one of 
the most important vehicles, on which 
the world could ride from its present 
economic ills, is new and better housing 
for the millions who ought to have it. 
Certainly one of the most important and 
most forceful spurs to world stability 
would be to give to every man a decent 
place to live. But what probably im- 
presses more people than anything else 
are the many fantastic ideas that are 
offered as to how it should be done. 
The answer, as far as this country is 
concerned, seems to be some way off. 
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THIS IS THE SEASON FOR MBA SUMMER OUTINGS 


Many 
activities during the “dog 
keep right on going with a big outing 
as the principal summer meeting. Chi 

MBA had one this year 


thers we learned about ar 


MBA local associations suspend 


* days; others 


earlic I 
h ive 


CINCINNATI MBA 


Cincinnati Mortgage Bankers 
Association recently held its summet1 
uting at the Pines Country Club. Ofh 
cers elected for the ensuing year were 
President, E. W. Russell of Fred’k A 
Schmidt, Inc.; Vice President, W. S. 
Wenzel of the Western and Southern 
Life Insurance Company; Secretary, Leo 
E. Oberschmidt, and Frank W. Wearin, 
Treasurer. Mr. Oberschmidt is Assist 
int Trust Officer of the Second Nation 
al Bank and Mr. Wearin is with The 
Equitable Life Assurance Society of 
the U.S 

Board of Governors include Lewis A. 
White of The Title Guarantee and 
Trust Co.: George A. Dieterle of The 
Ohio National Life Insurance Co.; and 
Albert Mayer, Jr. 

Three new members were admitted 
Folsom Hayward, 436 Union Com 
merce Building, Cleveland: Federal 
Housing Administration, Cincinnati Of 
fice, Thomas M. Gregor, District Direc 
tor: and The Union Central Life Insur 
ance Company. This group now has a 


= 


membership of 25. 


DETROIT MBA 
The Detroit Mortgage Bankers Asso- 


ciation held its summer outing a few 
days ago with its annual all-day cruise 
up the St. Clair River. As in previous 
years, members of the DMBA were 
guests of Robert Oakman on his yacht, 
the Mamie-O 

A stop was made at the Old Club on 
St. Clair Flats for dinner and in the eve- 
ning they re-eembarked for a moonlight 
ride on Lake St. Clair. Arrangements 
for the cruise were in charge of Lloyd 
N. Wheeler, Hubert R. Haeussler, Ed- 
ward A. Proctor, Robert B. Hassett, 
C. A. Pfaffenberger and Allen B. Crow. 

Two days before, DMBA Convention 
chairmen met with President Waters 
and Secretary Patterson to perfect plans 
for the October meeting. Among the 
out of town guests on the yachting trip 
were: President Waters, Minneapolis; 
Secretary Patterson, Chicago; Past Pres- 


ident A. D. Fraser, Cleveland; Claude 
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Campbell, Toledo, and Charles Mul 
lenix, Cleveland, members of board of 
governors, and M. B. Pennell, Cleve 


land, MBA Counsel. 


HOUSTON MBA 
The Houston Mortgage Bankers As 


sociation, at its annual meeting recently, 
elected R. D. (Buck) Walton president. 
Burke Baker was elected vice president, 
succeeding C. L. Westcott and cc 
Peck was also elected a vice president 
succeeding Browne Baker. Dan Me 
Crary was named Secretary-Treasurer. 

Directors chosen included C. M. Ma- 
lone, president of the Guardian Trust 
Company; C. L. Westcott, general man 
ager of the Southland Mortgage Com 
pany, and Horace R. Smith, district 
manager of the Jefferson Standard Life 
Company, new directors; 
with J. C. Leonard, president of the 
J. C. Leonard Company; I. B. McFar 
land, president of the Houston First 


Insurance 


Federal Savings and Loan Association; 
Allyn R. Cline, president of the Cline 
Mortgage and Trust Company; T. J. 
Bettes, president of the T. J. Bettes 
Company, and R. N. Gay of Wood & 
Gay, re-elected. 

Houston MBA represents a clientele 
that grosses about thirty million dollars 
annually and has 38 members. 


MBA members who attended our 
Memphis Convention in 1936 recall the 
address, “Whither Midst Falling Due,” 
given at the annual banquet by H. T, 
Harrison, President of the Bar Associa- 
tion of Arkansas. This speech is one of 
several that have been selected as mod- 
els and will te included in a_ book 
soon to be published called “Modern 
Speeches On Basic Issues” by Hough- 
ton-Mifflin Company. The book is com- 
piled by William Trufant Foster, author 
and educator, and Lew Sarett of North- 
western University. 





MAIN TOPIC FOR THEM WAS THE CONVENTION 





——4 Ce 











Photo by Detroit Free Press 


Here are some of those who made the DMBA trip on the Mamie-O. Front row, 
left to right: Joseph P. Wolff, building commissioner of Detroit; Fred Beyer, mem- 
ber of DMBA board of governors; Charles H. Sill, Secretary-Treasurer of DMBA 
and local Convention chairman; Claude Campbell, Toledo, member of MBA board 


of governors, George H. 


Patterson, Chicago, MBA Secretary-Treasurer; Charles 


Mullenix, Cleveland, member of MBA board of governors. Rear row: Edward F. 
Lambrecht, Vice President of DMBA; Walter J. L. Ray, DMBA President; S. M. 
Waters, Minneapolis, MBA President; A. D. Fraser, Cleveland, MBA Past Presi 
dent: M. B. Pennell, Cleveland, MBA Counsel. 


YOU'RE ELECTED TO AMERICA'S MORTGAGE CONGRESS — IN SESSION OCT. 4-5-6 IN DETROIT 
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